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Recent  Developments  in  Farmer 
Cooperative  Meat  Packing 
and  Processing 


by  R.  L  Fox 

■ 


Livestock  and  Wool  Branch 
Marketing  Division 

Livestock  producers  have  tried 
cooperative  meat  packing  for  the 
past  half  century.  In  recent  years 
interest  in  farmer-owned  plants  has 
been  whetted  because  livestock 
growers  have  been  receiving  a  de- 
clining share  of  the  consumer's  meat 
dollar.  In  I960,  this  percentage  was 
only  53  percent  compared  with  62 
percent  in  1952  and  72  percent  in 
1946.1 

While  an  increase  in  number  of 
marketing  services  is  partly  respon- 
sible for  this  decline,  the  larger 
share  of  the  change  came  from  in- 
creased margins  and  rising  costs  of 
labor,  transportation,  supplies,  and 
equipment. 

There  has  been  an  increase  in 
decentralization  of  the  meat  packing 
business  with  the  location  of  slaugh- 
tering  plants  moving  toward  areas  of 


iThe  Marketing  and  Transportation  Situation,  January 
196.1.  Agricultural  Marketing  Service,  U.  S.  Dept.  of 
Agr.,  p.  45. 


heavy  livestock  production.  This  de- 
velopment has  encouraged  local  live- 
stock producers  to  examine  the  pos- 
sibilities of  cooperative  meat  packing. 

This  decentralization  has  been 
brought  about  by  changes  in  plant  de- 
sign, transportation,  merchandising, 
and  even  livestock  breeding.  Every 
effort  is  being  made  to  make  this  a 
better  paying  industry.  The  new  de- 
centralized plants  are  being  built  as 
one -story  buildings  in  contrast  to  the 
old  multi-storied  structures  of  sev- 
eral years  ago. 

The  phenomenal  development  of 
modern  highways  and  refrigerated 
trucks  has  eliminated  the  complete 
dependence  of  meat  packing  plants 
on  railroads.  New  plants  are  being 
built  away  from  the  big  cities  with 
many  plants  being  constructed  closer 
to  the  supply  of  livestock. 

Experience  has  proved  that  it  is 
cheaper  to  transport  meat  and  meat 
products  to  the  consumer  instead  of 
hauling  live  animals  to  large  proc- 
essing plants  in  big  cities.  The  live 
animals  slaughtered  near  areas  of 
production  lose  less  weight  and  suffer 
less  bruising  than  those  hauled  great 
distances. 

The  growth  of  mass  retailing 
through  chain  stores  and  super- 
markets, with  its  emphasis  on  speci- 
fication buying,  has  also  raised  this 
question:  How  can  farmers  increase 
their  bargaining  power? 

The  increased  emphasis  on  vertical 
integration  in  agriculture  and  espe- 
cially in  livestock  production,  mar- 
keting, and  processing  likewise  en- 
courages interest  in  cooperative  meat 
packing.  Development  of  cooperatively 
owned  and  operated  feedlots  also  has 
made  farmers  consider  anewthepos- 


Women  employees  of  Shen- Valley  Meat  Packers' 
modern  plant  "man"  the  continuous  line  that  stuffs 
plastic  casings  with  sausage  meat,  linksthe  weiners, 
and  hangs  them  on  trees  to  be  cooked  and  smoked. 


sibilities  of  owning  their  slaughtering 
and  processing  facilities. 

Thus  despite  the  fact  that  only  one 
of  the  earlier  ventures  in  cooperative 
meat  packing  continued  for  more  than 
20  years,  livestock  producers  have 
not  lost  interest  in  the  possibility  of 
carrying  their  products  further  toward 
ultimate  consumers. 

This  publication  supplements  and 
brings  up  to  date  FCS  General  Report 
29,  Farmer  Meat  Packing  Enterprises 
in  the  United  States,  published  in 
1957.  Since  that  time  there  has  been 
considerable  activity  in  cooperative 
meat  packing  and  several  changes 
have  taken  place.  Success  and  failures 


as    well    as    new  ventures    have   been 
recorded. 

This  supplement  first  looks  at  what 
has  been  happening  and  then  discusses 
reasons  for  failure  and  watch  points 
for  all  who  maybe  interested  in  es- 
tablishing a  meat  packing  plant  to 
consider. 


WHAT 


HA 


HAPPENED 


Recent  years  have  seen  some  plants 
expand,  some  operate  for  the  first 
time,  and  some  discontinue  opera- 
tions. In  addition,  locker  and  freezer 
provisioning  plants  have  increased 
their  meat  processing  and  merchan- 
dising. 


Expansions 


There  have  been  two  significant 
recent  examples  of  expansions  since 
our  report  was  issued  in  1957. 

The  MFA  Packing  Company  of 
Springfield,  Mo.,  a  division  of  Mis- 
souri Farmers  Association  started 
cooperative  meat  packing  in  1946. 
Since  1956  the  facilities  at  Springfield 
have  been  enlarged  to  enable  the 
plant  to  increase  its  capacity  and 
improve  its  efficiency.  A  new  addi- 
tion houses  more  hog  dressing  line 
and  provides  better  beef  dressing 
facilities. 


This  plant  has  slaughtered  and 
processed  both  cattle  and  hogs  and 
manufactured  a  quality  line  of  smoked 
meats  and  sausage  products.  In  addi- 
tion to  producing  meat  food  products, 
the  plant  processes  inedible  materials 
into  meat  scrap  and  soap  grease. 

In  1960  a  beef  slaughtering  plant 
was  constructed  at  Macon,  Mo.,  to 
provide  a  supply  of  high-quality  beef 
for  the  sales  outlets  developed  by 
the  cooperative.  The  cattle  slaugh- 
tered here  will  supplement  those 
killed  at  Springfield,  as  the  heavier 
and  better  grades  have  been  in  short 
supply  at  the  home  plant. 

MFA  operated  at  Springfield  as  a 
State-inspected  plant  for  almost  15 
years,  selling  its  products  in  intra- 
state commerce.  Revamping  the  plant 
at  Springfield  has  enabled  MFA  to 
obtain  Federal  meat  inspection.  This 
now  permits  the  cooperative  to  sell 
its  products  from  both  plants  in 
interstate  trade  channels.  MFA's 
potential  trade  territory  has  been 
enlarged  to  include  any  place  that 
will  pay  competitive  prices  for  its 
meat. 

The  plant's  production  is  fairly 
evenly  divided  among  beef,  pork,  and 
sausage  products.  This  helps  to  uti- 
lize all  meats  produced  as  well  as  to 
make  more  effective  use  of  the  plant 
employees.  The  sales  of  meat  and 
meat  products  have  increased  from 
$3  million  in  1949  to  over  $5.75  mil- 
lion in  1960. 

Shen-Valley  Meat  Packers,  Inc., 
Timberville,  Va.,  has  been  operating 
a  cooperative  plant  since  1949.  This 
has  shown  continuous  growth  in  num- 
bers of  livestock  processed,  mem- 
bers served,  and  channels  supplied 
with    meat    products.     The    plant   has 


enlarged  its  shipping  and  processing 
rooms  to  increase  its  efficiency.  A 
freezer  was  added  to  the  building  to 
store  products  for  later  use.  The 
hog  slaughtering  line  has  been  re- 
vamped to  increase  the  rate  of  the 
hog  kill  and  comply  with  the  humane 
slaughtering  regulations  of  1960. 

The  value  of  meat  and  meat  prod- 
ucts sold  increased  from  $3.5  million 
in  1950  to  about  $7  million  in  I960. 
Changes  in  the  hog  department  will 
enable  the  plant  to  increase  its  sales 
in  future  years.  Shen- Valley  dis- 
tributes its  products  along  the  eastern 
seaboard  but  concentrates  primarily 
on  outlets  in  the  cities  and  towns  of 
Virginia  and  West  Virginia. 


New  Ventures 

Since  1956  farmers  in  several  sec- 
tions of  the  United  States  have  inves- 
tigated the  possibilities  for  entering 
the  field  of  cooperative  meatpacking. 
Only  one  plant  has  actually  become 
an  operating  unit- -Crawford  County 
Packing  Company  of  Denison,  Iowa. 
This  has  been  owned  and  operated  by 
Consumers  Cooperative  Association, 
Kansas  City,  Mo.,  since  1959  as  a 
hog  slaughtering  facility  and  is  sell- 
ing hog  carcasses  to  the  meat  trade 
at  the  present  time. 

Plans  are  being  considered  to  add 
processing  equipment  so  this  plant 
can  provide  more  products  to  the 
retail  trade  outlets.  It  operates  under 
the  supervision  of  the  Federal  Meat 
Inspection  Service  of  the  U.  S.  De- 
partment of  Agriculture,  and  this 
permits  selling  hog  carcasses  to  any 
sales  outlet  in  the  United  States. 


CCA  is  initiating  a  program  to  in- 
crease the  quantity  of  high-quality- 
hogs  produced  in  the  area  to  enable 
this  plant  to  produce  better  pork 
products.  This  operation  has  been 
financially  successful  to  date  despite 
the  problems  of  getting  a  new  venture 
under  way  and  developing  market 
outlets. 


Inspectors  from  the  Federal  Meat  Inspection  Serv- 
ice examine  hog  carcasses  in  the  CCA  plant.  By 
using  this  inspection  service,  the  plant  insures  that 
its  hog  carcasses  and  any  edibleproducts  processed 
from  them  will  be  healthful,  wholesome,  and  can  be 
sold  anywhere. 


Recent  improvements  at  the  MFA  Packing 
Division  in  Springfield  make  it  a  very  modern  small 
packing   plant.   This  plant  uses  a  gravity  system  of 


Discontinuances 

Two  plants  that  looked  promising 
in  1956  have  ceased  operations --The 
Prairie  Packing  Company,  Marion, 
111.,  and  Prairie  Packing  Company, 
Inc.,  Carlinville,  111.  Both  started  as 
frozen  food  locker  plants.  Their  orig- 
inal purpose  was  to  provide  limited 
slaughter,  processing  and  storage  for 
farmers  '  livestock  and  meat  products . 
After  a  few  years  it  was  found  that 
both     of    these    facilities    had    ample 
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on-rail  cattle  dressing.  Right,  employees  are  re- 
moving hides  from  carcasses,  while  employee  at 
left  eviscerates  one. 


room  for  expansion  into  the  meat 
merchandising  field.  A  few  additions 
were  made  to  the  plants,  a  livestock 
procurement  program  was  instituted, 
and  new  outlets  were  sought  for  the 
company's  meat  products. 

Although  conditions  for  success 
appeared  favorable,  both  plants  had 
management  difficulties  and  were  un- 
able to  secure  adequate  capital  to 
operate  the  facilities  on  a  satisfac- 
tory basis. 


Locker  and  freezer 
Provisioning  Plants 


The  locker  and  freezer  provision- 
ing plant  may  have  real  possibilities 
in  the  future  development  of  coopera- 
tive meat  processing.  Its  specialized 
local  slaughter,  processing,  freezing, 
storing,  and  merchandising  of  meats 
have  made  it  suitable  as  a  source  of 
supply  for  local  outlets  purchasing 
in  wholesale  quantities. 

In  January  I960,  a  total  of  9,875 
locker  and  freezer  provisioning  firms 
were  operating  in  the  United  States; 
about  5  percent  of  these  were  coop- 
eratives. Thirty-six  percent  of  them 
operated  slaughter  facilities.  While 
the  majority  of  the  slaughter  was 
done  on  a  custom  basis,  increasing 
quantities  of  livestock  were  slaugh- 
tered for  sale  to  homefreezer  users, 
retail  stores,  and  institutions.  The 
number  of  animals  killed  was  about 
evenly  divided  between  cattle  and 
hogs,  with  only  a  few  sheep  and 
lamb  s . 

The  cooperatives  with  slaughter 
facilities  slaughtered  an  estimated 
170,000  head  of  livestock  in  1959.  The 
total  volume  of  meat  processed  by  all 
of  these  cooperatives  was  nearly  100 
million  pounds. 

Farmers,  through  their  own  local 
processing  plants,  have  an  opportunity 
to  improve,  develop,  and  expand  these 
local  market  outlets  and,  at  the  same 
time,  gain  valuable  experience  in 
processing  and  merchandising  live- 
stock products.  These  plants  could 
process  and  market  locally  grown 
livestock    products     and    by    so   doing 
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reduce  transportation,  handling,  stor- 
ing, and  merchandising  costs. 

Excess  products  from  local  plants 
could  be  sold  through  regional  sales 
organizations,  which  would  permit 
farmers  to  merchandise  their  prod- 
ucts under  brand  names.  Extension  of 
such  development  would  encourage 
production  more  closely  in  line  with 
customer  demand --for  example, 
leaner  pork-  -as  farmers  could  readily 
observe  the  kind  of  carcasses  their 
animals  produced. 


LEARNING 
FROM 
EXPERIENCE 


Most  of  the  early  experiences  of 
farmers'  ventures  into  the  field  of 
cooperative  meat  packing  were  little 
short  of  disastrous  so  far  as  ex- 
pected results  were  concerned.  Live- 
stock producers  lost  several  million 
dollars  because  of  the  failure  of 
plants  to  become  successful  operating 
units. 

The    main    reasons    for    failure   of 
the  early  cooperative  plants  were 

1.  Lack  of  financial  support 

2.  Unsound  and  high-cost  pro- 
motion by  interests  other  than 
farmers 

3.  Poor  management 
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4.  Lack      of     uniform     supply     of 
livestock 

5.  Lack     of    membership    under- 
standing 

6.  Paying   too   much  for    obsolete 
plants  and  equipment 

7.  Unfavorable   freight    rates    due 
to  poor  locations 

The  experience  of  the  early  meat 
packing  plants  has  given  us  other 
valuable  lessons.  One  facility  pio- 
neered in  conducting  cut-out  tests 
which  enabled  farmers  and  their  mar- 
keting agencies  to  accumulate  data 
on  the  actual  value  of  the  various 
grades.  It  also  helped  introduce  im- 
proved breeding  stock  that  helped  to 
produce  high-quality  animals  in  its 
trade  territory.  A  great  deal  of  in- 
formation was  collected  on  the  mar- 
gins of  slaughtering  and  processing 
livestock  and  meat  products. 

The  early  plants  also  provided 
demonstrations  of  ways  to  improve 
plant  layout  to  provide  greater  effi- 
ciency in  production  of  meat  products, 
information  on  production  schedules, 
and  general  "know  how"  of  the  opera- 
tions that  heretofore  had  been  un- 
available to  livestock  producers.  Many 
may  have  operated  on  an  experimental 
basis,  but  they  should  not  be  con- 
sidered as  complete  failures  insofar 
as  farmers  are  concerned.  Until  these 
early  cooperative  meat  packing  plants 
provided  information  from  ex- 
perience, there  was  little  available 
operating  data  on  meat  packing  plants. 
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Small  provisioning  plants  have  an  opportunity  to 
expand  their  services  to  supply  local  outlets,  es- 
pecially those  wishing  processed  cuts  for  con- 
sumers. 


WATCH 

POINTS 


Experiences  of  the  early  coopera- 
tive meat  packing  plants  emphasized 
that  before  opening  the  plant  operators 
must  do  certain  things  if  they  hope 
to  succeed.  This  section  calls  atten- 
tion to  these.  Any  group  of  farmers 
considering  establishing  this  type  of 
business  would  do  well  to  consider 
them  carefully. 
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Study  the  Situation  fully 

A  complete  study  of  the  possibili- 
ties should  be  made  before  consider- 
ing establishment  of  a  plant.  The 
results  of  an  intensive  investigation 
before  efforts  are  made  to  organize 
and  build  a  cooperative  meat  packing 
facility  will  prevent  failures  similar 
to  many  of  the  past  experiences. 


Obtain  Membership  Support 

Membership  support  is  vital  to  the 
success  of  a  plant.  This  should  be 
assured  before  any  commitments  are 
made  to  obligate  funds  for  organiza- 
tion or  buildings.  Without  members 
who  are  deeply  interested  and  who 
demand  such  services  the  enterprise 
will  be  doomed  to  failure.  It  is  de- 
sirable to  consider  the  use  of  con- 
tracts or  membership  agreements  if 
there  is  any  question  about  voluntary 
support.  Farmers  should  expect  to 
contribute  both  livestock  and  capital 
to  make  the  cooperative  endeavor  a 
success. 


Be  Sure  of  Livestock  Supply 

A  meat  packing  plant  must  be  as- 
sured of  an  adequate  volume  of  live- 
stock to  operate  on  an  economical 
basis.  This  supply  of  livestock  should 
be  available  in  an  area  that  is  fairly 
near  the  plant  and  ample  enough  to 
enable  the  facility  to  slaughter  a 
uniform  number  of  animals  each  week. 

However,  a  survey  indicating  that 
there  is  a  certain  quantity  of  live- 
stock available  is  not  sufficient  justi- 
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fication  for  establishing  a  coopera- 
tive meat  packing  plant.  A  careful 
study  must  also  be  conducted  to 
determine  where  the  livestock  is  being 
sold  and  who  is  now  slaughtering  and 
processing  animals  for  the  territory. 
It  must  be  recognized  that  a  coopera- 
tive will  obtain  only  limited  numbers 
of  the  total  livestock  produced  in  any 
one  area  unless  contracts  are  signed 
to  guarantee  delivery  by  producers. 


Study  Competition  of  Other 
Plants  for  Supply 

The  location  of  competitive  slaugh- 
ter plants  should  be  studied  care- 
fully before  considering  a  cooperative 


This  CCA  plant  is  an  efficient  hog  slaughtering 
unit.  This  view  shows  a  portion  of  the  hog  dressing 
rail  with  the  carcasses  cleaned  and  dressed  and 
ready  to  go  into  the  chilling  room. 
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facility.  There  would  be  little  justi- 
fication for  farmers  to  build  their 
own  plant  if  the  territory  were  already- 
served  by  others  that  are  processing 
all  the  available  supply  of  livestock 
produced  and  probably  going  outside 
the  area  for  more, 


Be  Sure  of  Outlets  for  Products 

The  meat  products  from  a  coop- 
erative meat  packing  plant  or  any 
other  firm  must  be  sold  shortly 
after  processing  because  of  their 
perishable  nature.  It  is  necessary  to 
determine- -in  advance  of  construc- 
tion and  operation- -the  potential  out- 
lets for  the  products.  Adecisionmust 
be  reached  whether  the  sales  will 
be  made  locally  or  in  more  distant 
cities.  This .  is  important  in  deter- 
mining the  size  of  facility  to  build 
and  the  amount  of  processing  or 
manufacturing  that  will  be  done. 

A  plant  with  limited  production 
might  adequately  serve  a  local  area 
and  make  considerable  savings  but 
would  be  unable  to  compete  if  it  had 
to  transport  its  products  to  more 
distant  markets. 

Find  Suitable  Labor 

Meat  packing  operations  demand  a 
dependable  supply  of  labor.  Although 
many  of  the  jobs  require  only  semi- 
skilled employees,  this  type  of  plant 
must  have  personnel  on  a  year-round 
basis.  vThe  needed  skilled  employees 
must  be  available  locally  as  it  has 
proved  almost  impossible  to  encour- 
age people  with  the  qualifications  for 
foreman  and  supervisory  jobs  to  move 
to  new  areas. 
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Some  of  Shen- Valley's  high-class  beef  carcasses 
are  shown  in  cooler  before  sale  and  further  process- 
ing. 


Check  for  Needed  Utilities 


The  availability  of  adequate  public 
utilities  at  reasonable  rates  is  an 
important  factor  to  consider  in  select- 
ing the  location  for  cooperative  meat 
packing  facilities.  Several  areas  have 
been  considered  for  plants  where 
water,  sewage,  and  electricity  were 
limited.  These  caused  additional  costs 
to  provide  an  ample  supply  of  neces- 
sary utilities  to  meet  the  plantfs  re- 
quirements. 
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Have  the  Necessary  Capital 

Capital  requirements  should  be 
studied  thoroughly  before  any  effort 
is  made  to  construct  and  operate  a 
cooperative  meat  packing  plant.  This 
type  of  facility  is  more  costly  than 
many  other  manufacturing  operations 
because  of  refrigeration  to  preserve 
products  and  specialized  equipment 
required  to  process  meat.  The  first 
unfortunate  experiences  in  building 
and  operating  cooperative  meatpack- 
ing plants  have  shown  that  almost 
every  one  was  inadequately  financed. 
This  fact  either  caused  a  complete 
failure  or  caused  plants  to  operate  on 
an  inefficient  basis. 

Farmers  in  the  past  have  been 
reluctant  to  provide  adequate  capital 
to  properly  finance  operations  and 
enable  their  cooperatives  to  operate 
in  this  highly  specialized  and  com- 
petitive field,  especially  during  the 
early  years  of  construction  and  de- 
velopment of  market  outlets. 


Select  the  Right  Location 


Lack  of  transportation  facilities  is 
one  factor  that  has  contributed  to  the 
failure  of  many  ventures  in  coopera- 
tive meat  packing.  Locations  of  plants 
were  often  made  without  properly 
checking  either  the  adequacy  or  the 
cost  of  transporting  livestock  or  meat 
products  to  the  plant  and  to  sales 
outlets. 
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Obtain  Efficient  Management 

The  ability  to  obtain  good  manage- 
ment to  operate  cooperative  meat 
packing  plants  has  probably  been  the 
most  important  factor  in  the  success 
or  failure  of  these  ventures.  The  man- 
ager of  the  cooperative  needs  the 
know-how  of  meat  packing  and  gen- 
eral administrative  ability,  plus  the 
knowledge  of  cooperative  principles 
and  practices. 

It  may  be  possible  to  tie  in  with  an 
established  cooperative  operating  in 
the  community  on  a  regional  basis. 
Such  groups  may  possess  much  of  the 
know-how  to  assure  successful  opera- 
tion of  new  ventures.  They  often  have 
access  to  capital,  management,  and 
research  skills  that  an  entirely  new 
organization  might  find  it  difficult  to 
obtain.  Usually  they  have  also  estab- 
lished farmer  support  because  of 
previous  services  rendered. 


Those  who  are  interested  in  more 
information  on  meat  packing  may 
request  a  copy  of  FCS  General  Report 
29,  Farmer  Meat  Packing  Enterprises 
in  the  United  States,  from 

Information  Division 

Farmer  Cooperative  Service 

U.S.  Department  of  Agriculture 

Washington  25,  D.  C. 
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Other  Publications  Available 


Measuring  the  Marketability  of 
Meat-Type  Hogs,  Circular  C-152. 
By   R.  L.  Fox,  Anna  E.  Wheeler, 
and  C.  G.  Randall. 


Producing  and  Merchandising  Sausage 
in  Small  Plants,  FCS  Circular  5. 


Organizing  a  Farmer  Cooperative, 
FCS  Circular  18. 


Using  Your  Livestock  Co-op,  Educ- 
ational Circular  k. 


Inedible  Offal  as  a  Hog  Feed,  General 
Report  37.  Bert  D.  Miner. 


A  copy  of  each  of  these  publications 
may  be  obtained  upon  request  "while 
a  supply  is  available  from — 


Information  Division 

Farmer  Cooperative  Service 

U.  S.  Department  of  Agriculture 

Washington,  D.  C. 


Growth  Through  Agricultural  Progress 


